REGIONAL DEVELOPMENT BANKS PERFORMANCE IN INDONESIA by Alfriska, Malinda & Haryani, Sri
The First International Credit Union Conference on Social Microfinance and Community Development,
BKCU Kalimantan - Gunadarma University
91
Regional Development Banks Performance in Indonesia
Malinda Alfriska Sri Haryani
Gunadarma University Gunadarma University
meldha@hotmail.com sri.harryani@yahoo.com
Abstract
Regional Development Banks (BPD) as one of the banks that exist in the national banking system has
a function and a significant role in the context of regional economic development because BPD is able to
open service network in areas where that is not economically possible for private banks. This study aims to
determine whether the role of Regional Development Banks (BPD) in the regional economy when viewed
from the CAR, ROA, and BOPO. Data analysis methods used independent T test. The results show that the
ROA, CAR, and BOPO in regional development bank influences the regional economy BPD.
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1 Introduction
The financial crisis that hit Indonesia in mid 1997
resulted in the weakening of the rupiah and not
only resulted in financial crisis, but also resulted in
political crises, security even in moral crisis. There-
fore, economic growth becomes unstable. The Bank
is one institution that acts serve the interests of
the public economy. Thus the management seek-
ing bank carefully and professionally because if the
management is wrong in the community who will
be harmed.
Regional Development Banks (BPD) as one of the
banks that exist in the national banking system has
a function and a significant role in the context of re-
gional economic development because BPD is able
to open service network in areas where that is not
economically possible for private banks.
Regional Development Banks (BPD) as holders of
local finance, which has been provided for in the
Act No.l3 in 1962 on the principles of provision of
Regional Development Banks, who works as a re-
gional economic development, to work the local
economic development to improve people’s lives,
provides financing of development finance in the
region, raise funds and to implement and save the
cash area (holder / cash storage areas) in addition
to running the banking business.
BPD has a relationship that can not be separated
with the regional economy, where BPD is standing.
Therefore, it is not surprising that BPD is always at-
tached to the name of the place of origin of BPD
was established. In addition to running the activi-
ties of commercial banks, BPD also functions as a
cashier administration, such as the realization of
budget funds. Thus, BPD has different character-
istics with other banks (state-owned, private, for-
eign and joint venture) which is most of the Third
Party Funds (TPF) is a government-owned funds,
especially local government. Establishment of the
BPD is to encourage development in the area. BPD
is directed to support infrastructure development,
UMKM, agriculture and other economic activities
within the framework of regional development.
Based on the above background, this journal ex-
amines the role of BPD in Indonesia. Knowing
the Regional Development Bank’s Financial perfor-
mance indicators consisting of Return on Assets
(ROA), Capital Adequacy Ratio (CAR), Operating
Expenses to Operating Income (BOPO).
The purpose of this study was to analyze the role
of Regional Development Banks (BPD) in the econ-
omy in Indonesia from 2004 to 2010.
2 Theoretical Background
Ratio is a tool that is expressed in relative and abso-
lute terms to describe certain relationships between
the factors with each other than a financial report.
Financial ratios are generally classified into 4 types
of liquidity ratio, laverage ratio, activity ratio, and
profitability ratio.
Indicators commonly used to measure the perfor-
mance of bank profitability are as follows:
• Return on Assets (ROA)
is the ratio used to measure the ability of bank
management in the overall gain. The greater
the ratio of ROA of a bank, the greater the level
of profit that the bank achieved and the better
position in terms of the use of bank assets.
ROA =
ProfitBeforTax
AverageAssets
× 100%
• Capital Adequacy Ratio (CAR)
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is the ratio of bank performance to measure
the adequacy of capital held by banks to sup-
port risky assets, such loans. the higher the
CAR, the stronger the bank’s ability to bear the
risk of each loan / assets at risk. If the value
of high CAR (in accordance with BI 8%) means
that the bank is able to finance the bank’s op-
erations, a profitable state bank will contribute
significantly to the profitability . CAR can be
formulated as follows:
CAR =
CapitalofBank
Risk −WeightedAssets × 100%
• Operating Expenses to Operating Income
(BOPO)
is the ratio between operating expenses and
operating income. This ratio is used to mea-
sure the level of efficiency and ability of the
bank in conducting activities operations. The
lower BOPO means more efficient bank in con-
trolling operating expenses, with the cost ef-
ficiency of bank profits will be even greater.
BOPO can be formulated as follows:
BOPO =
TotalOperatingExpenses
TotalOperatingIncome
× 100%
According Zuhdi H. Arsyad the role and function of
banking in the economy:
• Industrial Bank as the financial services Indus-
try. Activities banks in offering various kinds of
authority to the public in form:
– remittances/collection,
– bank references,
– bank quarantee,
– credit,
– credit card,
– contributions telephone, electric, water.
• Bank as the facilitative industry. Bank provided
to the community as a facilitative industry aims
to facilitate the industry in launching activities
economy.
• Bank as a financial intermediary institutions
(financial intermediary) Bank as a financial in-
termediary institution is intended as a place of
community banks saving money (servers) with
people who need funds (borrowers)
• As a deposit institution (depository institu-
tion). Tires whose job as a financial institution
is intended as collectors of funds and receive
Various types of deposits Such as savings, cur-
rent accounts, deposits etc.
• As an institution the acceleration of increase is
in the value of money (money velocity Increas-
ing institution). Bank the which functions as
an increase is in the acceleration of money the
which That means the bank as a place of Vari-
ous interests of financial services.
• As a creditor institutions (leading institution).
3 Research Method
Samples are all Regional Development Banks
(BPD), which operates in Indonesia, the BPD is
publishing its financial statements on the Directory
of Bank Indonesia, which until the end of 2010
amounted to 26 banks. Research period starting
from 2004 until 2010. Data used in this research is
secondary data, in the form of financial statements
of income as published (www.bi.go.id) for the pe-
riod 2004 to 2010. The data contained in the Di-
rectory of Bank Indonesia, the Internet, as well as
in other print media, which supports research.
In this study the variables used is the finan-
cial performance of Regional Development Banks
(BPD). Indicators used to assess the financial per-
formance of Return on Assets (ROA), Capital Ade-
quacy Ratio (CAR), Operating Expenses to Operat-
ing Income (BOPO).
The analytical tool used to test the hypothesis is
the time series, namely in the period 2004 to 2010.
In addition, this study tests the hypothesis by us-
ing comparative analysis of the difference between
the two - average. So there must be a hypothesis
which is the first step in testing the hypothesis. The
hypothesis formulated in independent T Test.
4 Result and Discussion
Regional Development Banks (BPD), which is part
of the national banking industry must also show
the performance of the optimal efficiency in or-
der to fully support the financing of regional de-
velopment. BPD is a government-owned banks
each region (Regional Government). Until Novem-
ber 2010, there were 26 BPD throughout Indone-
sia with total assets of Rp. 229,499 billion or 8.83
percent of total commercial bank with total assets
increasing trend from year to year (as in Figure 1).
Figure 1: Bussiness Activity BPD
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From the graph it can be seen, that the operations
of the Regional Development Banks (BPD) such as
the distribution of funds, source of funds, capital
component and the average total assets each year
tend to increase. BPD occurs in operations by a
significant increase in 2010. With total assets of
such large local government certainly hopes many
will BPD role in accelerating the development and
movement in the local economy. In addition, BPD
also have to deal with another group of commercial
banks are increasingly aggressive run their interme-
diation function in the area.
Therefore, in order to strengthen its function as
an intermediary institution, BPD also have to im-
prove performance efficiency in its operations. Dur-
ing this BPD considered wasteful by the achieve-
ment of net interest margin (NIM), which is so
large and the highest among the group of other
banks. Based on BI data through November 2010,
NIM BPD of 8.72%, while the NIM total commer-
cial banks amounted to 5.74%. The ratio of these
high BPD NIM carry the implication that BPD can
not survive on thin margins
Table 1: ROA, CAR And BOPO on Regional Devel-
opment Banks[BI, 2011]
Years ROA (%) CAR (%) BOPO (%)
2004 3.99 19.14 73.85
2005 3.38 19.24 76.17
2006 3.38 19.12 76.15
2007 3.08 18.35 76.06
2008 3.7 16.82 73.04
2009 3.65 15.82 73.64
2010 4.19 15.85 74.54
In Table1, the visible percentage of the work-
ing variables ROA, CAR and BOPO from 2004 to
2010. ROA highest percentage occurred in 2010,
while the lowest percentage occurred in 2007. As
with the percentage of CAR and BOPO seen that
the highest percentage occurred in 2005, the low-
est percentage of CAR in 2009, and the lowest per-
centage in BOPO in 2008.
BPD has 26 branches in Indonesia. Each BPD in
each region has a number of different assets. In
every region the poverty rate varies. In Table 2,
will be seen in total assets and the level of poverty
in each BPD.
Figure 2: Total Asset and Poverty Line in the
Village[BI, 2011, BPS, 2011]
Tabel 2: Total Asset and Poverty Line in the Village
NAME OF
BANK
TOTAL ACTIVA Poverty Line in
the Village in
2009 (IDR)
BPD ACEH 13134580 249546
BPD SUMUT 10709391 189306
BPD
NAGARI
(SUMBAR)
8134160 201257
BPD RIAU 10693254 241843,5
BPD JAMBI 1755995 178107
BPD
SUMSEL
8449459 225743,5
BPD
BENGKULU
1633563 192351
BPD
LAMPUNG
2308576 175734
BPD DKI 3209689 -
BPD JABAR 32749332 176715,5
BPD JATENG 14915886 169312
BPD YO-
GYAKARTA
3492123 182706
BANK JATIM 17422566 17628
BPD BALI 6636874 176003
BPD NTB 2247082 164526
BPD NTT 3443845 142478
BPD
KALBAR
4899140 166815
BPD
KALTENG
2080941 199157
BPD KALSEL 4131050 181059
BPD KALTIM 13282632 224506
BPD SULUT 3349841 167572
BPD
SULTENG
800127 182241
BPD SULSEL 4720602 149553,5
BPD SULTRA 1449405 157554
BPD
MALUKU
2043103 195217
BPD PAPUA 9530424 252040,5
From the above table, it can be seen that the
highest total assets with a value of 32749332 and
the highest poverty line with the values contained
in the BPD 176715.5 West Java, while total assets
with a value of 800,127 and the lowest poverty line
with a value of 182,241 contained in the BPD Cen-
tral Sulawesi. While the Bank with an average of
total assets and the poverty line found in BPD Cen-
tral Java with a value of 14915886 and 166 312.
This indicates that the effect of BPD on the level of
poverty in each region.
5 Conclusion
Regional Development Banks (BPD) is one group
of banks that played a role in driving the regional
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economy. Therefore, the BPD is expected to op-
timize its intermediary function and provide the
best efficiency performance as the financial institu-
tions that can support a maximum financing of local
development in improving the welfare of society.
Based on the results of a study of 26 BPD through-
out Indonesia during the period 2004-2010 from
the calculation of technical efficiency performance
showed that the BPD has increased efficiency in its
operations, but the efficiency is still below the max-
imum rate of 100%. That means the bank BPD in its
operational activity has not been efficient in utiliz-
ing all of its potential ability to produce maximum
output.
BPD was instrumental to the Indonesian econ-
omy, because with BPD may have more community
facilities in areas where banks only. Not that com-
mercial banks do not provide convenience to the
public, but the Regional Development Banks can
better provide services within a region. And can
be viewed in terms of financial performance vari-
able (such as ROA, CAR, and BOPO) BPD also have
a pretty good role for the community and both BPD
role in the Indonesian economy.
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